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FEDERAL RESERVE BOARD
Banking institutions will be required to maintain special reserves
against some international assets and to make quarterly reports
on their foreign assets subject to transfer risk, according to
an agreement reached at the 2/2/84 Federal Reserve Board meet
ing. Additionally, the Board agreed to publish for public com
ment a proposal to institute uniform rules for the accounting
of fees associated with international lending by banking in
stitutions. The regulations and proposals are amendments to
Regulation K which governs international banking operations and
are being enacted to implement the International Lending Super
vision Act. The special reserves will be known as the "Allo
cated Transfer Risk Reserves." As a guideline, the FRB has
stated the first year's required reserve would be 10% of the
principal amount of the specified international assets, and in
following years would be increased to 15%. Initially, the special
reserves will not apply to net new lending where the additional
loans are made in context of an IMF or other appropriate econ
omic adjustment program and where the lending will enhance the
debt service capability of the country concerned. Parent bank
ing institutions will be subject to the regulation on a con
solidated basis which would include the assets of their sub
sidiaries. The regulations also stipulate that banking insti
tutions must make quarterly disclosures of their foreign country
exposure, rather than on the current semiannual basis. Further,
the FRB proposed regulations setting guidelines for the account
ing treatment of fees charged by banking institutions in making
and restructuring international loans. According to a staff
memo, some of the accounting practices used "may have resulted
in artificial incentives for banking institutions to make in
ternational loans premised on the immediate recognition of all
fee income. Existing accounting literature provides only very
general guidance on the accounting for loan fees." The FRB
wants to clarify the types of fees a banking institution can
charge for restructuring debts and how it should be treated in
a bank's accounting records. The banking agencies are to
promulgate regulations by 3/29/84. Comments are requested by
3/9/84. For additional information, contact Michael Martinson
at 202/452-3621. The OCC and the FDIC are expected to adopt
similar proposals and regulations in the near future.
GENERAL ACCOUNTING OFFICE
Federal contracting opportunities for small businesses would be more
easily identified if the U.S. Small Business Administration (SBA)
would improve its automated system, according to a recent report
of the U.S. General Accounting Office to Congress. The Report,
GAO/IMTEC-84-3, discussed the SBA's Procurement Automated Source
System (PASS), which provides Federal procurement representatives
and government prime contractors with information about the
products, capabilities, services, and ownership of small busi
nesses seeking federal contracting opportunities. In general,
the GAO report,stated that PASS information is incomplete and
outdated, has operational problems, and SBA's "plans to resolve
the problems raised concerns about the system's future." SBA
generally agreed with the GAO's findings and related recommenda
tions about operational deficiencies but disagreed with GAO's
position that management was not closely monitoring the con-
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tractor's performance and costs. SBA also disagreed with the
GAO recommendation that the new system development should be
delayed.
POSTAL SERVICE, UNITED STATES
John R. McKean, CPA, has been elected Chairman of the Board of
Governors of the U.S. Postal Service according to a recent
Postal Service news release. He succeeds Robert L. Hardesty,
whose term of office expired in 1983. McKean, who has been
a member of the AICPA since 1961, is President and founder of
one of the largest CPA firms in the San Francisco Bay area.
The firm also provides management and other services including
cost analysis, financial and tax planning and consultation. In
addition, the firm is well-noted for expert testimony presented
in federal and state courts and regulatory proceedings. As
Chairman of the Postal Service Board of Governors, Mr. McKean
will oversee the Board as it directs the exercise of the powers
of the Postal Service, directs and controls its expenditures,
reviews its practices, conducts long-range planning, and sets
policies on all postal matters. It also determines the dates
on which new rates, fees and regulations become effective.
McKean was nominated to the Board by President Reagan and con
firmed by the U.S. Senate in 1982. His term of office extends
to December 8, 1991.
TREASURY, DEPARTMENT OF
A cumulative list of charitable and other tax-exempt organizations
under sec. 170(c) of the Internal Revenue Code has been issued
by the IRS. Recently revised and containing over 1,000 pages
of names and addresses of exempt organizations, this volume
may be obtained for $30.00 by calling the GPO at 202/783-3238.
What payers of interest and dividend income must do to participate
in a computer matching program to verify certain information
furnished by payees to financial institutions, was explained by
the IRS in a 2/1/84 news release. In general, the IRS stated
that computer matching is not a substitute for the mailing or
mailings required by temporary regulations as evidence that the
payer has exercised due diligence in soliciting the correct
number from the payee. Under the Interest and Dividend Tax
Compliance Act of 1983, payers must notify the payees of the IRS
notice of the incorrect TIN and that backup witholding will
commence in 30 days. Additional details concerning the computer
matching program are contained in Revenue Procedure 84-10, which
will be published in Internal Revenue Bulletin No. 1984-8,
dated 2/21/84. For additional information regarding IR-84-16,
contact the IRS at 202/566-4024.
Withdrawal of Corporate Model Plans, including Form 5612, Model
Profit-Sharing Plan; Form 5613, Restated Model Profit-Sharing
Plan, Form 5614, Model Money Purchase Plan, and Form 5615,
Restated Model Money Purchase Plan, has been announced by the
IRS, in a 1/17/84 news release. These plans, according to
IRS, were designed primarily for small employers to provide
patterns that would satisfy certain complex requirements of the
Employment Retirement Income Security Act of 1974 (ERISA). The
IRS further noted that "most practitioners, however, have de
veloped skill in drafting plan provisions to satisfy ERISA
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requirements and relatively few are using the IRS Model Plans."
For further information, contact Larry Batdorf at 202/566-4024.

SPECIAL:

WAYS AND MEANS COMMITTEE TO HOLD HEARINGS ON TAX SHELTERS AND
ACCOUNTING ABUSES

Accounting abuses, tax shelters, corporate and securities reform, will
be the subjects of a two-day public hearing recently announced by
House Ways and Means Committee Chairman Rep. Dan Rostenkowski
(D-IL). These hearings will be held on Wednesday, 2/22/84 and
on Tuesday, 2/28/84, beginning each day at 10:00 a.m. in room 1100
Longworth House Office Building. Administration witnesses will
appear on 2/22/84 and Members of Congress and interested public
members on 2/28/84. The Committee announced that it will solicit
testimony on numerous Administration proposals contained in the
President's FY 1985 Budget. In the area of partnership and
other tax shelter related proposals, the Committee said: "The
President's budget contains proposals intended to restrict tax
shelter activities and prevent taxpayers from claiming unintended
tax benefits. Tax shelter techniques addressed by the proposals
involve certain partnership allocations, including retroactive
allocations, contributions of property to partnerships, partner
ship distributions, like-kind exchanges of partnership interests
and the treatment of market discount on bonds." In the area of
accounting and time-value-of money proposals, the Committee said:
"The President's budget proposes changes to certain accounting
provisions of the tax code so that the effects of interest rates
and inflation will be more properly taken into account for tax
purposes. These proposals deal with deferred payments, pre
payments of expenses, interest-free loans, LIFO conformity,
premature accruals, and certain securities transactions." Indi
viduals and organizations interested in presenting oral testimony
before the Ways and Means Committee must submit their requests
prior to 2/21/84. For additional information, contact the
Committee at 202/225-3627.

For additional information, please contact Gina Rosasco, Nick Nichols,
or Stephanie McCarthy at 202/872-8190.
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